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DEPARTMENT  OF  HOUSING  AND 
URBAN  DEVELOPMENT 

Office  of  the  Secretary 

24  CFR  Parts  50, 55, 200, 203, 204 

[Docket  No.  R-92-1584;  FR-3095-P-01] 

RIN  2501-AB25 

HUD  Systems  for  Approval  of  Single 
Family  Housing  in  Subdivisions 

agency:  Office  of  the  Secretary,  HUD. 
action:  Proposed  rule. 

summary:  This  proposed  rule  would 
amend  parts  200  and  203  (and  make 
conforming  amendments  elsewhere  in 
HUD's  environmental  and  single-family 
coinsurance  regulations)  to  eliminate  the 
process  of  prior  HUD  review  of  new 
residential  subdivision  developments 
when  HUD  is  providing  mortgage 
insurance  on  home  loans  on  newly 
constructed  individual  dwellings  in  a 
subdivision,  and  the  loans  are  being 
processed  under  the  Direct  Endorsement 
program.  Because  almost  all 
applications  for  mortgage  insurance  are 
now  processed  by  Direct  Endorsement 
lenders,  and  because  most  local 
governments  have  adequate  subdivision 
development  regulations  and  land  use 
controls,  HUD  believes  that  it  is  no 
longer  necessary  to  perform  subdivision 
reviews. 

DATES:  Comment  due  date:  June  15, 1992. 
ADDRESSES:  Interested  persons  are 
invited  to  submit  comments  regarding 
this  proposed  rule  to  the  Rules  Docket 
Clerk,  Office  of  General  Counsel,  room 
10276,  Department  of  Housing  and 
Urban  Development,  451  Seventh  Street, 
SW.,  Washington,  DC  20410.  FAXed 
comments  are  not  acceptable. 
Communications  should  refer  to  the 
above  docket  number  and  title.  A  copy 
of  each  commimication  submitted  will 
be  available  for  public  inspection  and 
copying  between  7:30  a.m.  and  5:30  p.m. 
weekdays  at  the  above  address. 

FOR  FURTHER  INFORMATION  CONTACT: 
Concerning  24  CFR  parts  200,  203,  and 
204,  Morris  Carter,  Director,  Single 
Family  Development  Division,  Room 
9272,  Telephone  (202)  708-2700. 
Concerning  24  CFR  parts  50  and  55, 
Richard  H.  Broun,  Director,  Office  of 
Environment  and  Energy,  room  7240, 
Telephone  (202)  706-2894,  Department  of 
Housing  and  Urban  Development,  451 
Seventh  Street,  SW.,  Washington,  DC 
20410.  (These  are  not  toll-free  numbers.) 
SUPPLEMENTARY  INFORMATION: 

I.  Paperwork  Reduction  Act 

The  information  collection 
requirements  contained  in  this  rule  have 


been  submitted  to  the  Office  of 
Management  and  Budget  (OMB)  for 
review  under  the  Paperwork  Reduction 
Act  of  1980  and  approval  of  these 
requirements  is  pending.  The  public 
reporting  burden  for  each  of  these 
collections  of  information  is  estimated 
to  include  the  time  for  reviewing  the 
instructions,  searching  existing  data 
sources,  gathering  and  maintaining  the 
data  needed,  and  completing  and 
reviewing  the  collection  of  information. 
Information  on  the  estimated  public 
reporting  burden  is  provided  under  the 
Preamble  heading.  Other  Matters.  Send 
comments  regarding  this  burden 
estimate  or  any  other  aspect  of  this 
collection  of  information,  including 
suggestions  for  reducing  this  burden,  to 
the  Department  of  Housing  and  Urban 
Development,  Rules  Docket  Clerk,  451 
Seventh  Street,  SW.,  room  10276, 
Washington,  DC  20410;  and  to  the  Office 
of  Information  and  Regulatory  Affairs, 
Office  of  Management  and  Budget, 
Washington,  DC  20503,  ATTN.,  Desk 
Officer  for  HUD. 

II.  Introduction 

This  proposed  rule  would  amend  the 
Department’s  regulations  to  eliminate 
prior  HUD  review  of  new  residential 
subdivision  developments  when  HUD  is 
providing  FHA  mortgage  insurance  on 
home  loans  on  newly  constructed 
dwellings  in  the  subdivision,  and  the 
loans  are  being  processed  under  the 
District  Endorsement  program.  Neither 
the  National  Housing  Act  nor  the 
National  Environmental  Policy  Act  of 
1969  mandates  subdivision  review  by 
HUD  for  applications  for  mortgage 
insurance  processed  by  a  Direct 
Endorsement  lender,  where  the 
construction  has  been  completed  before 
submission  of  the  application  for 
insurance. 

Since  nearly  all  applications  for 
mortgage  insurance  now  are  processed 
by  Direct  Endorsement  lenders,  and 
because  most  local  governments  have 
adequate  subdivision  development 
regulations  and  land  use  controls,  HUD 
believes  that  it  is  no  longer  necessary  or 
appropriate  to  perform  subdivision 
reviews.  HUD  review  of  new 
subdivisions  largely  duplicates  reviews 
performed  by  local  governments  and 
can  present  an  unnecessary  obstacle  to 
providing  affordable  housing.  Direct 
Endorsement  enables  a  lender  (that  is 
specially  qualiHed  in  terms  of 
experience  and  resources)  to  underwrite 
and  close  mortgage  loans  on  one-to-four 
family  properties  without  obtaining  a 
HUD  commitment  or  otherwise  enlisting 
the  Department’s  involvement  before 
settlement.  After  closing,  the  lender 
applies  for  mortgage  insurance  by 


submitting  to  the  HUD  field  offfce  copies 
of  the  loan  instruments  and  supporting 
documentation.  'The  lender  must  also 
evidence,  by  means  of  various 
certiHcations  prescribed  in  24  CFR 
200.163,  its  compliance  with  statutory 
and  regulatory  requirements  for  the 
FHA  program  under  which  insurance  is 
sought.*  HUD’s  present  procedures 
require  DE  lenders  to  certify  that  the 
requirements  of  §  203.12(c)  have  been 
met,  i.e.,  that  approval  of  ^e  subdivision 
was  obtained  before  construction  of  the 
dwelling,  through  one  of  the  four  current 
methods  of  subdivision  approval 
(Developer  Certification,  Local  Area 
Certification,  Improved  Area  Procedure 
or  reciprocity  with  VA  or  FmHA — 
discussed  below).  If  the  field  office  is 
satisfied  that  the  documents  and 
certifications  are  complete,  accurate  and 
in  good  order,  it  issues  a  mortgage 
insurance  certificate.  As  in  every  FHA- 
insured  loan,  the  Department  relies  upon 
the  lender  to  observe  program 
requirements  in  all  respects,  and 
document  its  actions  accordingly.  Under 
Direct  Endorsement,  however,  the 
lender  acts  independently,  without  any 
prior  approval  of  the  borrower  or 
property  by  HUD,  although  the 
Department  does  review  selected  cases 
that  have  already  gone  to  settlement 
(chosen  either  at  random  or  for  cause) 
on  a  post-endorsement  basis. 

Because  HUD  would,  under  the 
revisions  in  this  proposed  rule,  perform 
no  prior  review  of  subdivisions,  HUD 
will  require  that  the  Direct  Endorsement 
lender  and  the  appraiser  sign  and 
submit  for  each  mortgage,  at  the  time 
HUD’s  endorsement  is  requested,  an 
Appraiser/Underwriter  Checksheet 
addressing  flood  hazards,  noise  levels, 
explosion  and  flammable  materials 
storage  hazards,  airport  nmway  clear 
zones  and  toxic  waste  hazards.  The 
checksheet  is  attached  as  an  appendix 
to  this  proposed  rule.  Addressing  these 
specific  issues  will  assure  that  basic 
health  and  safety  factors  are  considered, 
and  that  the  future  marketability  of  the 
property  is  not  impaired. 

Certain  environmental  authorities  will 
not  be  applicable  to  HUD’s  endorsement 
of  one  to  four  unit  mortgages;  these 
authorities  are  identified  and  discussed 
below  in  the  context  of  conforming 


*  The  discussion  of  Direct  Endorsement 
regulations  is  based  on  the  regulations  as  currently 
codified.  On  June  25, 1991,  HUD  proposed  a 
reorganization  and  revision  of  the  Direct 
Endorsement  regulations  (56  FR  29202).  If  that 
document  is  adopted  as  a  final  rule,  the  certification 
requirements  described  in  this  rule  would  be  set  out 
in  a  handbook,  rather  than  in  a  regulation,  and  the 
proposed  revision  of  S  200.163(c)(10)  would  not  be 
made. 
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amendments  to  HUD's  environmental 
regulations  in  24  CFR  part  50. 

To  assure  continuing  appropriate 
attention  to  federal  fair  housing 
requirements  associated  with 
affirmative  marketing  of  multiple-unit 
housing  by  individual  builders  and 
developers,  the  rule  will  require  that  any 
initial  submission  by  a  lender  of  an 
application  for  mortgage  insurance  on  a 
property  located  in  a  new  subdivision, 
where  the  builder  or  developer  intends 
to  sell  five  or  more  properties,  must 
include  an  Affirmative  Fair  Housing 
Marketing  Plan  (AFHMP)  meeting  the 
requirements  of  24  CFR  part  200,  subpart 
M.  Upon  approval  by  HUD  of  any 
AFHMP  submitted  and  applicable  to 
both  the  builder  (or  developer)  and  to 
the  subdivision  in  which  the  initial 
property  is  located,  the  lender's 
obligation  with  reference  to  subsequent 
applications  for  mortgage  insurance  on 
other  properties  in  the  subdivision  for 
that  builder  would  be  limited  to 
identifying  the  existing  approved 
AFHMP.  Conforming  amendments  to 
HUD’s  rules  on  applicability  of  AFHMP 
requirements  in  24  CFR  part  200,  subpart 
M,  and  a  conforming  amendment  to  the 
single  family  Coinsurance  rules  in  part 
204,  are  included  in  this  proposal. 

III.  Background 

A.  General. 

HUD  and  its  predecessor  agencies 
have  had  a  substantial  and 
distinguished  role  in  formulating  and 
implementing  land  planning  and 
subdivision  practices  nationally.  The 
Federal  Housing  Administration’s 
(FHA’s)  earliest  pronouncement  on  this 
subject.  Subdivision  Standards,  was 
published  in  1937.  FHA  subdivision 
processing  requirements,  while  not 
mandated  by  legislation,  emphasized 
site  accessibility  and  marketability 
concerns,  including: 

1.  Streets  and  improvements; 

2.  Assessment  of  continuing  demand; 

3.  Appropriate  surroundings  and  topography; 

4.  Access  to  community  facilities; 

5.  Acceptable  public  utilities; 

6.  Zoning  and  restrictive  covenants; 

7.  Conformity  with  local  governmental 
planning; 

8.  Adequate  use  restrictions;  and 

9.  Sound  local  assessment  and  tax  policy. 

These  factors  have  been  central  to  the 
Department’s  subdivision  processing 
requirements.  During  the  early  years, 
neither  the  Veterans  Administration 
(VA)  nor  the  Farmers  Home 
Administration  (FmHA)  attempted  to 
establish  competing  systems  for 
subdivision  or  building  standards,  but 
relied  on  FHA’s  lead  iii  establishing 
appropriate  underwriting  techniques. 


Land  subdivision.  i.e.  the  development 
of  individual  lots  with  street  access, 
water  supply,  sewer,  and  other  utilities 
and  amenities,  is  controlled  primarily  by 
city,  county,  township,  and  parish  level 
local  governments.  Along  with  planning 
and  zoning,  land  subdivision  is  a 
function  delegated  to  the  local  level  of 
government,  receives  the  least  overview 
from  higher  government,  and  is  not  (nor 
is  it  likely  to  be)  regulated  by  the  federal 
government.  During  reconsideration  of 
HUD’s  subdivision  review  process,  it 
has  become  apparent  to  the  Department 
that  local  government  processing  meets 
the  Department’s  significant  concerns, 
and  that  much  of  FHA’s  processing  was 
redundant. 

B.  Subdivision  Regulation 

In  1985,  the  Department  codified  its 
subdivision  processing  procedures  at  24 
CFR  203.12.  The  original  regulation 
documented  the  general  policies  of  the 
Department  applicable  to  subdivision 
processing,  and  added  new  provisions 
for  “improved  area’’  processing. 
Conceptually,  this  new  procedure 
recognized  that  a  partially  completed 
subdivision  (as  defmed  in  the 
regulation)  that  has  received  local 
government  approval  and  provision  for 
continuous  maintenance  of 
infrastructure,  and  whose  development 
or  construction  of  infrastructure  has 
proceeded  to  a  point  that  precludes  any 
major  changes,  need  not  be  subjected  to 
a  full  environmental  assessment  under 
NEPA.  The  Department  requires  that  an 
"Appraiser/ Review  Appraiser 
Checksheet"  (HUD  Form  54891)  be 
submitted  with  each  case,  after  the  Rrst 
four,  in  an  improved  area  to  ensure  that 
the  most  common  environmental  site/ 
lot-specific  problems  do  not  affect  the 
home.  Having- put  that  regulation  into 
place,  HUD  had  four  primary  methods 
for  determining  the  acceptability  of 
proposed  construction  cases  in  new 
subdivisions.  (No  distinction  was  made 
between  cases  processed  by  the 
Department  and  those  processed  by 
Direct  Endorsement  (DE)  lenders.) 

These  four  methods  of  subdivision 
approval  are: 

1.  Developer  Certification; 

2.  Local  Area  Certification; 

3.  Improved  Area  procedure;  and 

4.  Acceptance  of  subdivisions  processed  by 
the  VA  or  the  FmHA,  in  accordance  with 
Section  535  of  the  Housing  Act  of  1949,  as 
added  by  section  523  of  the  Housing  and 
Urban-Rural  Recovery  Act  of  1983  (42 
U.S.C.  1490O) 

The  first  of  the  above-cited  methods 
requires  an  environmental  review/ 
assessment  of  the  subdivision  by  the 
Department.  The  second  method 
requires  HUD  review  of  the  local 


planning  and  environmental 
requirements,  as  well  as  project-level 
HUD  review  of  specific  federal 
environmental  requirements  and 
statutes  that  local  authorities  do  not 
address.  The  third  method  requires  the 
aforementioned  Appraiser/Review 
Appraiser  Checksheet,  and  is  used  only 
in  cases  in  which  the  developer  has 
partially  completed  the  subdivision 
before  bringing  it  to  the  Department  for 
review.  The  fourth  method  reflects  the 
requirement  that  there  be  reciprocity 
among  federal  agencies  that  have 
housing  programs  with  similar 
environmental  and  processing  concerns 
applicable  to  direct  home  loan  (FmHA), 
home  mortgage  insurance  (FHA)  and 
home  loan  guarantee  (VA)  programs, 
discussed  below. 

C.  FHA-VA  Reciprocity  in  Subdivision 
Processing 

Section  535  of  the  Housing  Act  of  1949 
(as  enacted  in  section  523  of  the  Housing 
and  Urban-Rural  Recovery  Act  of  1983) 
provided: 

The  Secretary  of  Agriculture,  the  Secretary 
of  Housing  and  Urban  Development,  and 
Administrator  of  Veterans'  Affairs  shall  each 
accept  an  administrative  approval  of  any 
housing  subdivision  made  by  any  of  the 
others  so  that  not  later  than  January  1, 1984 
there  is  total  reciprocity  for  housing 
subdivision  approvals  among  the  agencies 
which  they  head. 

On  January  8, 1985,  VA’s  Department 
of  Veterans  Benefits  issued  Interim 
Issue  26-85-1.  “to  terminate 
environmental  review  procedures  *  *  •" 
(subdivision  processing),  relying  instead 
on  state  and  local  requirements  “*  *  * 
to  provide  a  healthy  environment  and  to 
promote  well-planned  conununities  and 
neighborhoods.”  This  VA  position  was 
formally  adopted  in  a  final  rule 
published  in  October  1986  (38  CFR  part 
26). 

In  1988,  the  Congress  enacted  section 
1067  of  the  Stewart  B.  McKinney 
Homeless  Assistance  Amendments  Act 
of  1988  (Pub.  L.  100-628,  approved 
November  7, 1988).  Section  1067 
amended  Section  535  to  mandate 
temporary  acceptance,  by  HUD.  of 
Certificates  of  Reasonable  Value  (CRVs) 
and  Master  Certificates  of  Reasonable 
Value  (MCRVs)  as  evidence  of 
subdivision  approval  by  the  Veterans’ 
Administration.  Congress  has 
periodically  extended  this  mandate  by 
legislation,  and  legislation  currently 
pending  would  extend  it  again. 

The  amended  section  534  also 
requires  that  the  Secretary  recommend 
any  statutory  and  administrative 
changes  believed  to  be  necessary  to 
achieve  total  reciprocity  in  subdivision 
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processing  and  approvals.  This 
proposed  regulation  represents  the 
Department's  view  of  an  appropriate 
administrative  action  to  meet  the  intent 
of  the  amended  section  535. 

IV.  The  Proposed  Rule 

The  Department  proposes  in  this  rule 
to  recognize  that  the  primary 
responsibility  for  approval  of 
sul^visions  and  the  development 
process  belongs  to  state  and  local 
governments.  HUD's  role  is  to  establish 
minimum  requirements  for  FHA 
insurance  and  to  ensure  that  those 
requirements  are  met  before  insming  a 
mortgage.  The  regulation  would  allow  a 
Master  i^praisal  Report  (MAR)  for 
properties  in  new  subdivisions  to  be 
issued  by  a  District  Endorsement  (DE) 
lender,  without  prior  FHA  review  or 
approval.  The  MAR  establishes  the 
appraised  value  for  all  properties  (or  for 
a  group  of  properties)  in  the  subdivision, 
and  is  used  as  a  method  of  streamlining 
the  mortgage  application  process  for  the 
homebuyer  and  lender.  (MARs  also 
reduce  the  appraisal  fees  that  ' 
homebuyers  must  pay.)  The  Department 
proposes  to  continue  its  current  policy 
of  accepting  a  Master  Certificate  of 
Reasonable  Value  issued  by  the 
Department  of  Veterans  Affairs  (VA)  in 
lieu  of  a  Master  Appraisal  Report 

To  accomplish  this  change  in 
procedures,  HUD  proposes  to  amend 
part  200  to  permit  a  Direct  Endorsement 
mortgagee  to  issue  a  master  appraisal 
report  (MAR)  for  multiple  properties  in  a 
new  subdivision,  or  a  VA  MCRV  in  lieu 
of  a  MAR.*  The  rule  would  amend  24 
CFR  203.12  to  eliminate  the  current 
provisions  for  subdivision  approval  by 
either  the  Developer  Certification  or  die 
Local  Area  Certification  process.  The 
Improved  Area  Processing  procedure 
would  be  retained,  but  the  mortgagee 
would  be  required  to  submit  an 
Appraiser/Review  Appraiser 
Checksheet  containing  information 
specified  by  HUD,  as  a  prerequisite  to 
the  acceptability  of  lots  covered  by  the 
Checksheet. 

For  the  small  number  of  applications 
for  mortgage  insurance  still  processed 
by  HUD  (instead  of  by  Direct 
Endorsement  lenders),  the  Improved 
Area  Processing  procedure  would  be  the 
only  processing  ^temative  available  for 
properties  in  a  new  subdivision  (unless 
the  subdivision  is  approved  by  the 
Farmers  Home  Administration  (FmHA)). 


*  If  the  propoMl  diacuesed  in  footnote  1  is 
adopted  as  a  final  rale,  the  revision  of 
t  200.ie3(b)(3)  proposed  in  this  rule  would  not  be 
made,  nor  would  the  revised  i  203.12(c)(3)  refer  to 
that  provision.  Instead,  master  apprais^  reports  for 
Direct  Endorsement  cases  would  be  discussed  in  a 
revision  of  proposed  1 203.5. 


A  revised  (  20342(c)  would  restrict 
processing  of  applications  in  new 
subdivisions  to  dwellings  located  in  an 
Improved  Area  or  in  an  FmHA-approved 
subdivision,  or  included  in  a  Master 
Appraisal  Report  issued  by  a  Direct 
Endorsement  mortgagee  underwriter  or 
a  VA  MCRV.  An  Appraiser/Underwriter 
Checksheet  would  indicate,  for  each 
individual  property,  that  flood  hazards, 
noise,  explosion/flammable  material 
storage  hazards,  airport  runway  dear 
zones,  and  toxic  waste  hazards  have 
been  considered.  The  appraiser  or 
underwriter  could  reject  a  property  if,  in 
his  or  her  opinion,  any  of  these  hazards 
would  adversely  affect  (1)  the  health  or 
safety  of  the  mortgagors  or  (2)  the 
continued  marketability  of  ^e  property. 
(HUD  does  not  contemplate  any 
significant  changes  in  the  Appraiser/ 
Review  Appraiser  Checksheet  (HUD 
Form  54891)  that  is  required  where  the 
Improved  Area  Processing  procedure  is 
used.) 

A  new  MAR  Handbook  would  state  in 
detail  the  revised  processing  procedures. 
The  following  is  an  outline  of  the 
procedures: 

1.  The  local  government  would  have 
to  approve  the  proposed  subdivision, 
including  assurance  of  the  provision  of 
utility  service  and  acceptance  of  the 
responsibility  for  maintenance  of  the 
public  improvements. 

2.  The  Appraiser/Underwriter 
Checksheet  would  be  required  to  be 
signed  by  both  the  appraiser  and  the 
Direct  Endorsement  lender's 
imderwriter.  In  addition,  for  properties 
located  in  FEMA-identified  special  flood 
hazard  areas,  a  Letter  of  Map 
Amendment  (LOMA)  or  Letter  of  Map 
Revision  (LOMR)  would  be  required  to 
be  submitted  for  the  affected  site,  at  the 
time  the  application  for  insurance  is 
submitted. 

3.  A  full  set  of  building  plans  and 
specifications,  and  lot  grading  plans  that 
relate  to  the  building  plans,  would  be 
provided  to  HUD  at  the  time  of 
endorsement. 

4.  To  obtain  maximum  loan-to-value 
financing,  the  builder  would  be  required 
to  obtain  approval  of  the  individual 
dwellings  from  HUD  (for  HUD- 
processed  cases  only),  fixim  the  Direct 
Endorsement  lender,  or  from  the  VA  (by 
its  issuance  of  a  CRV  or  MCRV),  before 
the  beginning  of  construction,  or, 
alternatively,  the  builder  would  be 
required  to  obtain  a  ten-year  warranty. 

5.  When  a  dwelling  is  complete,  an 
appraiser  or  a  fee  inspector  would  have 
to  perform  a  final  inspection  of  the 
dwelling  to  insure  that  the  requirements 
contained  in  the  plans  and 
specifications  for  the  subdivision  and 


the  dwdlhig  had  beoi  met  The  Direct 
Endorsement  mOTtgagee  would  then  be 
able  to  underwrite  and  close  the  loan. 

6.  The  closed  loan,  with  all  of  the 
required  certifications  and  other 
documents,  would  be  submitted  to  HUD 
with  the  application  for  insurance. 
Following  a  review  to  ensure  that  the 
documentation  was  complete,  accurate 
and  in  good  order  (or  that  commitment 
conditions  are  met  in  HUD-processed 
cases),  HUD  would  endorse  the 
mortgage  for  insurance. 

7.  HUD  would  perform  the  required 
post-endorsement  desk  and  field 
reviews  to  ensure  adequate  quality 
control. 

The  Department  believes  that  these 
changes  in  procedure  would  place  the 
responsibility  for  subdivision  review 
and  approval  clearly  where  it  belongs — 
in  the  hands  of  the  local  government 
which  has  the  authority  to  approve 
subdivision  construction.  The  proposal 
woiild  eliminate  costly  and  duplicative 
review  of  subdivision  development  by 
HUD.  It  will  also  eliminate  the  time 
delays  home  builders  encounter  under 
the  current  subdivision  approval 
process.  HUD  believes  that  the 
provisions  of  this  regulation  will  not 
contribute  to  any  significant 
environmental  problems. 

In  FY 1991,  FHA  insured  65,679 
proposed  construction  cases.  Of  those, 
19,836  were  based  upon  VA/CRVs,  so 
that  HUD  itself  processed  only  45,843 
units.  The  Department’s  records  do  not 
identify  how  many  of  these  cases  were 
in  new  subdivisions  and  were  thus 
subject  to  S  203.12;  however,  HUD- 
processed  units  represented  only  about 
five  percent  of  the  single  family 
construction  starts  in  the  country  during 
that  year.  A  significant  portion  of  this 
five  percent  was  brought  to  the 
Department  through  the  Improved  Area 
process.  Accordingly,  only  a  very  small 
percentage  of  new  construction  comes 
under  FHA  review,  and  there  is  no 
indication  that  these  units  would  not  be 
built,  absent  FHA  mortgage  insurance. 

The  Department  proposed  that  the 
Appraiser/Underwriter  Checksheet  be 
required  for  all  individual  proposed 
construction  cases  in  new  subdivisions, 
except  (1)  those  processed  under  the 
Improved  Area  Process,  where  a 
separate  Appraiser/Review  Appraiser 
Checksheet  is  required  for  each  case;  or 
(2)  cases  located  in  a  subdivision 
approved  by  the  Farmers  Home 
Administration. 

Improved  Area  Process  applicants 
would  continue  to  use  Form  54891. 
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V.  Conforming  Amemlments  to  Other 
HUD  Rules 

The  Department  also  proposes 
revisions  of  its  rules  at  24  CFR  parts  50 
and  55.  and  conforming  amendments  to 
the  Minimum  Property  Standards 
regulations  in  part  200,  and  the  Single 
Family  Coinsurance  rules  at  part  204. 
These  revisions  are  discussed  below. 

A.  Revisions  in  Part  50 

The  rule  would  amend  24  CFR  part  50 
to  allow  an  exemption  from  the 
provisions  of  the  National 
Environmental  Policy  Act  (NEPA)  and 
related  authorities  for  HUD's 
endorsement  of  insurance  for  mortgages 
submitted  by  Direct  Endorsement 
lenders. 

Three  sections  of  current  part  50  are 
proposed  to  be  removed,  and  other 
miscellaneous  changes  are  proposed. 

The  sections  to  be  removed  are: 

§  50.22  Local  area  certirication  (LAC). 

§  50.36  Acceptance  of  environmental 
assessments  prepared  by  the  Veterans 
Administration. 

§  50.43  “Early  start”  procedures. 

B.  Other  Changes  in  Part  SO 

References  relating  to  subdivision 
processing  and  approval  are  proposed  to 
be  removed  from  §§  50.17  and  50.21,  and 
from  appendices  A  and  B. 

C.  Additions  to  Part  50 

A  new  S  50.19  was  added  to  part  50  by 
an  interim  rule  published  on  January  14. 
1992  entitled  “^vironmental  Policy  for 
the  HOPE  Grant  Programs  (57  FR 1385). 
New  §  50.19  provided  for  an  exemption 
from  environmental  laws  and  authorities 
other  than  NEPA  for  the  approval  of 
planning  grants  imder  the 
Homeownership  and  Opportunity  for  > 
People  Everywhere  (HOPE)  Programs. 
This  proposed  rule  would  revise  1 50.19 
to  exempt,  horn  the  requirements  of  part 
50,  endorsement  actions  pertaining  to 
one-  to  four-family  homes  process^  by 
Direct  Endorsement  mortgagees.  The 
HUD  official  responsible  for  the 
approval  decision  on  a  given  action 
would  not  be  required  to  comply  with 
NEPA  or  the  environmental  authorities 
listed  in  §  50.4,  except  as  prescribed  in 
§  50.19.  The  Department  finds  that  these 
actions,  by  HUD,  on  one-  to  four-family 
homes  have  no  potential  effects  on  the 
human  environment,  and  that  these 
activities  are  not  subject  to  the 
requirements  of  the  enviroxunental 
authorities  in  $  50.4,  except  to  the 
limited  degree  indicated.  However, 
compliance  with  the  National  Flood 
Insurance  Act  (which  is  referenced  in 
§  50.4).  would  be  required  to  the  same 
extent  as  for  activities  not  exempted  by 
this  section,  and  certain  additional 


specified  authorities  listed  in  |  50.4 
would  also  still  apply.  (See.  discussion 
below.) 

Under  the  part  50  revisions  proposed, 
exempt  activities  would  include  HUD’s 
endorsement  of  insurtmce  on  mortgages 
submitted  by  a  Direct  Endorsement  (DE) 
lender  without  HUD  review  before  the 
completion  of  construction  and  loan 
closing  for  newly-constructed  homes 
under  mortgage  insurance  programs  for 
one  to  four  family  housing.  However,  the 
Appraiser/Underwriter  Checksheet 
would  have  to  be  completed  on  each 
action,  and  the  endorsement  decision  is 
subject  to  24  CFR  51.303(a)(3],  which 
requires  a  notification  to  a  buyer  of  a 
home  in  a  Runway  Clear  Zone  or  Clear 
Zone. 

Certain  areas  of  concern  that  are  the 
subject  of  some  of  the  environmental 
sta^tes,  executive  orders,  and  HUD 
standards  included  in  present  §  50.4 
would  be  addressed  in  the  above-noted 
Appraiser/Underwriter  Checklist, 
namely:  flood  hazards,  noise,  explosion 
and  flammable  materials  storage 
hazard,  airport  runway  clear  zones  and 
toxic  waste  hazards. 

HUD  has  determined  that  the 
following  §  50.4  environmental 
authorities  are  not  applicable  to  the 
exempt  activities:  historic  preservation, 
wetland  protection,  coastal  zone 
management,  wildlife,,  endangered 
species,  wild  and  scenic  rivers,  air 
quality,  solid  waste  management,  and 
farmlands  protection.  With  reference  to 
these  matters,  the  requirements  of 
consultation  with  other  Federal  agencies 
on  actions  affecting  any  of  these 
concerns  do  not  apply  to  HUD  insurance 
endorsement  under  a  DE  process,  where 
the  cost-construction  request  for 
endorsement  is  the  first  site-specific 
HUD  action.  HUD's  opinion  is  that  EPA 
reviews  under  the  Sole  Source  Aquifer 
provisions  of  the  Safe  Drinking  Water 
Act  of  1974  (section  1424(e))  would  not 
be  applicable  to  post-constraction 
requests  for  endorsement  under  this 
proposed  rule. 

D.  Revisions  to  Proposed  Part  55 

On  January  4. 1990,  the  Department 
published  a  proposed  rule  (55  FR  396- 
409)  that  would  add  a  new  part  55  to 
title  24  of  the  Code  of  Federal 
Regulations  (Floodplain  Management, 
and  Protection  of  Wetlands).  This  rule 
would  implement  the  requirements  of 
Executive  Order  11988,  noodplain 
Management,  and  Executive  Order 
11990,  Protection  of  Wetlands,  and 
would  revise  24  CFR  200.926d 
(Construction  Requirements  in  the 
Minimum  Property  Standards)  to 
implement  the  requirements  of  the 
executive  orders. 


Under  Executive  Order  11988,  Federal 
agencies  are  to  avoid  supporting 
floodplain  development  or  otherwise 
adversely  affecting  floodplain  areas 
unless  it  can  be  demonstrated  that  there 
is  no  practicable  alternative  to  such  an 
action.  Executive  Order  11990  sets  as 
federal  policy  the  avoidance  of  federal 
assistance  for  new  construction  in 
wetlands.  Part  55  proposes  to  implement 
these  orders  principally  through  an 
eight-step  decision  making  process  in 
which  HUD  determines  whether  there  is 
a  practicable  alternative  to  undertaking 
an  action  in  a  floodplain  or  wetland,  and 
(if  not  and  the  Department  proposes  to 
go  ahead  with  the  action),  requires 
where  practicable  that  the  action  be 
designed  or  modified  to  minimize 
adverse  impacts  on  the  floodplain  or 
wetland.  Under  $  55.12,  all  or  part  of  the 
eight-step  decision  making  process,  or 
other  requirements  of  part  55,  would  be 
made  inapplicable  to  certain  HUD 
actions,  because  HUD  has  determined 
that  there  would  be  no  practicable 
alternative  to  the  action  outside  of  the 
floodplain  and  there  exists  no 
practicable  means  of  further  minimizing 
the  impact  of  the  action. 

With  respect  to  properties  located  in  a 
wetland,  fRJD  has  now  determined  that, 
for  HUD  endorsement  of  mortgage 
insurance  for  loans  for  one-  to  four- 
family  dwellings  that  have  been 
processed  by  DE  lenders  without  prior 
HUD  review,  there  is  no  practicable 
alternative  to  the  action  outside  the 
wetland,  and  no  practicable  means  of 
further  minimizing  the  impact  of  the 
action,  since  at  the  initial  point  of  HUD 
processing,  the  dwelling  will  have 
already  b^n  built  and  sold  to  an 
eligible  mortgagor. 

Accordingly,  this  proposed  rule  would 
amend  the  previously  proposed  part  55 
to  indicate  that  HUD  endorsement  of 
mortgage  insurance  on  properties  that 
are  processed  by  a  DE  lender  and  are 
located  in  a  weUand  is  not  subject  to  the 
requirements  of  the  new  part  55.  The 
Department  anticipates  that  part  55,  as 
proposed  in  January  1990,  will  be 
promulgated  as  a  final  rule  soon.  Part  55, 
as  proposed,  also  would  make  the  eight- 
step  decision  making  process  in  S  55.20 
inapplicable  to  HUD  actions  involving 
the  disposition  of  individual  HUD- 
acquired,  one-  to  four-family  properties 
in  communities  that  are  in  good  standing 
under  the  National  Flood  Insurance 
Program  (NFIP).  HUD  has  not 
determin^  that  individual  HUD  actions 
disposing  of  these  properties  would  be  a 
de  minimis  development  impact  on 
floodplains,  regardless  of  whether  the 
property  is  located  in  a  community  that 
is  in  good  standing  under  the  NFIP. 
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Therefore,  in  today's  rule  HUD  is 
proposing  to  amend  part  55  (as  it  was 
previously  proposed)  to  remove  the 
condition  that  the  property  being 
disposed  of  be  located  in  a  community 
in  good  standing  under  NFIP.  (All  of 
§  55.12,  as  proposed  in  the  1990  rule  and 
as  proposed  to  be  revised  in  this  rule,  is 
being  published  in  today's  document. 
The  portion  of  S  55.12  that  is  newly 
proposed  today  consists  of  a  revised 
paragraph  (b)(3)  and  an  added 
paragraph  (c)(13).  In  other  respects, 

§  55.12  is  unchanged  from  the  version 
proposed  in  the  1990  separate 
rulemaking,  which  remains  pending. 

F.  MPS  Amendments 

HUD  is  also  proposing  an  amendment 
to  the  Minimum  Property  Standards  for 
one  and  two  family  dwellings  (MPS) 
with  respect  to  a  DE-processed  property 
that  is  located  in  a  floodplain,  when  the 
property  initially  is  submitted  to  the  DE 
lender  for  issuance  of  a  Master 
Appraisal  Report.  In  order  to  avoid 
unnecessary  flooding  and  consequent 
property  damage,  HUD  is  proposing  to 
revise  24  CFR  200.926d  (Construction 
requirements)  to  require  that  a  DE 


lender  determine  whether  a  property  is 
located  in  a  100-year  floodplain  (as 
delineated  on  maps  of  the  Federal 
Emergency  Management  Agency 
(FEMA)).  Where  the  DE  lender 
determines  that  the  property  is  located 
in  a  floodplain,  the  lender  must  obtain 
from  FEMA  a  Letter  of  Map  Amendment 
(LOMA)  or  Letter  of  Map  Revision 
(LOMR),  and  must  submit  it  to  HUD 
with  each  application  for  insurance 
endorsement.  The  LOMA  or  LOMR 
serves  to  document  that  FEMA 
recognizes  that  the  property  is  not  in 
fact  (because  of  a  mapping  error),  or  is 
no  longer  [e.g.,  because  of  elevation  of 
the  property  during  construction),  in  the 
floodplain. 

It  is  HUD's  intention  that  the 
proposed  amendment  to  24  CFR 
2(X).926d  apply  to  all  types  of  property 
that  are  eligible  for  mortgage  insurance 
under  the  DE  program.  Since  four-unit 
dwellings  are  eligible  for  processing 
under  the  DE  program  and  are  intended 
to  be  covered  by  the  requirement  for  a 
LOMA  or  LOMR,  HUD  is  proposing  to 
amend  S  200.926(a)(1)  to  reflect  this 
coverage. 


G.  Amendment  to  Part  204 

Section  204.3(a)(2)  authorizes 
approved  single  family  coinsurance 
mortgagees  to  make  eligibility 
determinations  relating  to  the  mortgage, 
the  mortgagor,  and  the  property,  under 
instructions  and  standards  issued  by  the 
FHA  Commissioner.  There  are  two 
exceptions  to  the  authority  set  out  in 
paragraph  (a),  one  of  which  is  for 
"Mortgages  covering  proposed 
construction  in  new  subdivisions  which 
have  not  been  approved  by  the 
Commissioner."  'This  exception  is 
proposed  to  be  stricken  as  a  conforming 
amendment  to  this  rule. 

VI.  Other  Matters 

A.  Public  Reporting  Burden 

The  information  collection 
requirements  contained  in  this  rule  have 
been  submitted  to  the  Office  of 
Management  and  Budget  under  the 
Paperwork  Reduction  Act  of  1980  (44 
U.S.C.  3501-3520).  The  Department  has 
determined  that  the  following  provisions 
contain  information  collection 
requirements. 


Information  collection  requirement 

Section  of  CFR 
affected 

No  .  of 

respondents 

No.  of 
responses 
P« 

respondent 

Total  annual 
response 

Hours  per 
respofise 

Completion  of  Appraiser-Underwriter  Checksheet . 

203.1 2(cH2) 

800 

62 

65,600 

.25 

Total  Hours:  16,400 

B.  Executive  Order  12291 

This  rule  does  not  constitute  a  "major 
rule"  as  that  term  is  defined  in  section 
1(b)  of  the  Executive  Order  on  Federal 
Regulation  issued  by  the  President  on 
February  17, 1981.  Analysis  of  the  rule 
indicates  that  it  does  not  (1)  have  an 
annual  e^ect  on  the  economy  of  $100 
million  or  more;  (2)  cause  a  major 
increase  in  costs  or  prices  for 
consumers,  individual  industries. 

Federal,  State  or  local  government 
agencies  or  geographic  regions;  or  (3) 
have  a  significant  adverse  eflect  on 
competition,  employment,  investment, 
productivitiy.  innovation  or  on  the 
ability  of  United  States-based 
enterprises  to  compete  with  foreign- 
based  enterprises  in  domestic  or  export 
markets. 

The  Department  believes,  however, 
that  one  effect  of  the  rule  will  be 
significantly  to  reduce  barriers  to 
affordable  housing  and  that, 
accordingly,  significant  cost  savings  for 
housing  developers  and  housing 
purchasers  will  be  realized  as  a  result  of 
the  rule. 


C.  NEPA 

An  environmental  assessment  of  the 
effects  of  this  proposed  rule  has  been 
conducted  by  the  Department  and  a 
Finding  of  No  Significant  Impact  with 
respect  to  the  environment  has  been 
made  in  accordance  with  HUD  ^ 
regulations  in  24  CFR  part  50,  which 
implement  section  102(2)(C)  of  the 
National  Environmental  Policy  Act  of 
1969, 42  U.S.C.  4332.  The  Finding  of  No 
Significant  Impact  is  available  for  public 
inspection  between  7:30  a.m.  and  5:30 
p.m.  weekdays  in  the  Office  of  the  Rules 
Docket  Clerk  at  the  above  address. 

D.  Regulatory  Flexibility  Act 

Under  5  U.S.C.  605(b)  (the  Regulatory 
Flexibility  Act),  the  undersigned  hereby 
certifies  that  this  rule  would  not  have 
significant  economic  impact  on  a 
substantial  number  of  small  entities.  The 
rule  would  have  the  effect  of  relieving 
regulatory  burdens  on  small  and  large 
businesses  alike. 


E.  Executive  Order  12606,  The  Family 

The  General  Counsel,  as  the 
Designated  Official  under  Executive 
Order  12606,  The  Family,  has 
determined  that  this  rule  does  not  have 
a  potential  for  significant  impact  on 
family  formation,  maintenance,  and 
general  well-being,  and,  thus,  is  not 
subject  to  review  under  the  Order,  The 
rule  alters  the  administrative  procedures 
associated  with  subdivision  approval, 
but  it  has  no  direct  impact  on  family- 
related  concerns. 

F.  Executive  Order  12612,  Federalism 

The  General  Counsel,  as  the 
designated  Official  under  section  6(d)  of 
Executive  Order  12612,  Federalism,  has 
determined  that  the  policies  contained 
in  this  rule  will  not  have  substantial 
direct  effects  on  States  or  their  political 
subdivisions,  or  the  relationship 
between  the  Federal  government  and 
State  or  local  governments,  or  on  the 
distribution  of  power  and 
responsibilities  between  them  and  other 
levels  of  government.  The  rule's  major 
effects  are  on  individuals  and 
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businesses.  To  the  extent  that  the  rule 
proposes  to  rely  on  state  and  local  law 
for  the  supervision  of  subdivision 
development  concerns,  its  Federalism 
impact  is  favorable  to  the  concept  of 
redistributing  authority  to  local 
government. 

G.  Semiannual  Agenda 

This  rule  was  listed  as  sequence 
number  1322  in  the  Department’s 
Seminannual  Agenda  of  Regulations 
published  on  October  21. 1991  (56  FR 
53380, 53390)  pursuant  to  Executive 
Order  12291  and  the  Regulatory 
Flexibility  Act. 

list  of  Subjects  in 
24CFRPart50 

Environmental  assessments, 
Environmental  impact  statements, 
Environmental  policies  and  review 
procedures.  Categorical  exclusions. 
Exempt  activities. 

24CFRPart55 

Floodplain  management  and  the 
protection  of  wetlands. 

24CFRPart:m 

Administrative  practice  and 
procedure.  Claims  Equal  employment 
opportunity,  Fair  housing.  Home 
improvement,  Housing  standards.  Lead 
poisoning.  Loan  programs — housing  and 
community  development.  Mortgage 
insurance.  Organi^tion  and  functions 
(Government  agencies).  Reporting  and 
record  keeping  requirements.  Social 
security. 

24  CFR  Part  203 

-Hawaiian  Natives,  Home 
improvement.  Loan  programs — ^housing 
and  community  development.  Mortgage 
insurance.  Reporting  and  record  keeping 
requirements. 

24  CFR  Part  204 
Mortgage  insurance. 

Accordingly,  24  CFR  parts  50, 55, 200 
and  203  are  proposed  to  be  amended  as 
follows: 

PART  50-PROTECTION  AND 
ENHANCEMENT  OF  ENVIRONMENTAL 
QUALITY 

1.  The  authority  citation  for  part  50 
would  be  revised  to  read  as  follows: 

Authority:  42  U.S.C  3535(d). 

2.  In  §  50.1,  paragraph  (c)  would  be 
revised  to  read  as  follows: 

850.1  Purpose  and  authority. 
***** 

(c)  These  regulations  apply  to  all  HUD 
poh^  level  actions  (as  defined  in 
5  50.16),  and  to  all  HUD  project  level 


actions  except  to  the  extent  exempted 
under  8  50.19.  For  programs,  activities  or 
actions  not  specifically  identified,  or 
when  there  are  questions  regarding  the 
applicability  of  tfiis  part,  the  Assistant 
Secretary  for  Community  Planning  and 
Development  should  be  consulted. 
***** 

3.  In  8  50.17.  the  introductory 
paragraph  and  paragraph  (a)  would  be 
revised  to  read  as  follows: 

8  50.17  Profacts. 

Either  an  EA  and  a  FONSI  or  an  EIS 
for  individual  projects  shall  be 
completed  before  the  applicable 
program  decision  points  below  for 
projects  not  meeting  the  criteria  of 
8  50.19(a)  or  8  50.20,  and  shall  be 
reevaluated  and  up^ted  as  required  by 
8  50.37. 

(a)  New  Construction.  (1)  Mortgage 
insurance  or  other  financial  assistance 
for  multifamily  housing  projects,  nursing 
homes,  hospitals,  group  practice 
facilities  and  manufactured  home  paries: 
Issuance  of  SAMA  Letter,  or  equivalent 
indication  of  site  specific  HUD  approval, 
whichever  comes  first, 

(2)  Public  Housing:  Notification  of 
tentative  site  approval  (1977  procedures) 
or  PHA  proposal  approval  (1980 
procedures); 

(3)  Section  8  HAP  Program: 
Notification  of  selection  of  preliminary 
proposal. 

***** 

4.  In  subpart  D,  8  50.19  would  be 
revised  to  read  as  follows: 

85ai9  Exempt aetivHiee. 

fa)  Exemptions  from  the  requirements 
of  \his  part  The  Department  exempts 
certain  activities  from  the  requirements 
of  this  part  Neither  NEPA  nor  the 
enAoronmental  authorities  listed  in  8  50.4 
are  applicable,  except  that  compliance 
with  the  Flood  Disaster  Protection  Act 
of  1973  is  required  to  the  same  extent  as 
the  nonexempt  activities.  Activities 
exempt  from  the  requirements  of  this 
part  include  HUD’S  endorsement  of  FHA 
insurance  on  mortgage  loans  submitted 
by  a  Direct  Endorsement  (DE) 
mortgagee,  without  HUD  review  before 
the  completion  of  construction  and  loan 
closing,  for  newly-constructed  homes 
under  the  mortgage  insurance  programs 
for  one-  to  foui^family  housing,  except 
that: 

(1)  An  Appraiser/Underwriter 
Checksheet  must  be  oonqileted  in 
accordance  with  24  CFR  2103.12;  and 

(2)  Section  51.303(a)(3)  of  this  chapter 
shafi  apply. 

(b)  Exemptions  from  environmental 
laws  and  authorities  other  than  NEPA. 
The  Department  exempts  certain 
activities  from  the  requirements  of  this 


part  relating  to  review  under  and 
compliance  with  the  enviroiUnental  laws 
and  authorities  listed  in  8  50.4  (rf  this 
part.  The  laws  and  authorities  listed  in 
8  50.4  of  this  part  are  not  applicable  to 
these  exempt  activities.  Activities 
exempt  from  environmental  laws  and 
authorities  other  than  NEPA  include  the 
approval  of  planning  grants  under  the 
Homeownership  and  Opportunity  for 
People  Everywhere  (HOPE)  Programs. 

8  50.21  [Amended] 

5.  In  8  50.21.  paragraph  (b)  would  be 
removed,  existing  paragraph  (a)  would 
become  an  undesi^ated  introductory 
paragraph,  and  paragraphs  (1)  and  (2) 
would  be  redesignated  as  paragraph  (a) 
and  (b),  respectively. 

88  50.22, 50.36  and  5043  [Removed] 

6.  Sections  50.22, 5a36  and  5a43 
would  be  removed. 

7.  In  24  CFR  part  50.  the  heading  fw 
appendix  A  and  its'  subheading  are 
proposed  to  be  revised  to  read  as 
follows: 

Appemfix  A — Fotinat  for  Environmental 
Assessment  dt  HUD  Projects,  U.S. 
Department  of  Housing  and  Urban 
Development 
*  *  *  *  *  . 

8.  In  24  CFR  part  50,  the  heading  for 
appendix  B  and  its’  subheading  are 
proposed  to  be  revised  to  read  as 
follows: 

Appendix  B — Format  for  Categorically 
Exduded  Projects,  U.S.  Departmmit  of 
Housing  and  Urban  Devdopmoit 
***** 

PART  55-FLOOOPLAIN 
MANAGEMENT  AND  PROTECTION  OF 
WETLANDS 

Part  55  as  proposed  to  be  added  to  24 
CFR  subtitle  A  (55  FR  396,  January  4, 
1990)  is  amend^  as  follows: 

9.  The  authority  citation  for  part  55 
would  read  as  follows: 

Authority  42  U.S.C  4001-412a;  Executive 
Order  11988  (Floodplain  Management),  42  FR 
28951  (Mey  197;^  Executive  Order  11990 
(Protection  of  Wetlands),  42  FR  28981  (May 
25, 1977);  42  U.S£.  3535(d). 

10.  Section  55.12  would  be  revised  to 
read  as  follows: 

855.12  InappicabWtyof INCTHpartSSto 
certain  categories  of  propoeeri  actlone. 

(a)  The  decision  making  steps  in 
8  55.20  (b).  (c)  and  (g)  (Steps  2, 3,  and  7) 
shall  not  ajg)^  to  the  following 
categories  of  proposed  actions: 

(1)  HUD  actions  involving  the 
disposition  of  HUD-acquired  multifamily 
housing  projects  or  ‘bu&  sales'*  of  HUD- 
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acquired  one-to  four-family  properties  in 
communities  that  are  in  the  Regular 
Program  of  the  National  Flood  Insurance 
Program  (NFIP)  and  in  good  standing 
[i.e..  not  suspended  from  program 
eligibility  or  placed  on  probation  under 
44  CFR  59.24). 

(2)  HUD’s  actions  under  section  223(f) 
of  the  National  Housing  Act  for  the 
purchase  or  refinancing  of  existing 
multifamily  housing  projects  in 
communities  that  are  in  good  standing 
under  the  NFIP. 

(b)  The  decision  making  process  in 

$  55.20  shall  not  apply  to  the  following 
categories  of  proposed  actions: 

(1)  HUD's  mortgage  insurance  actions 
for  the  purchasing,  mortgaging  or 
refinancing  of  existing  one-  to  four- 
family  properties  in  communities  that 
are  in  the  Regular  Program  of  the 
National  Flood  Insurance  Program 
(NFIP)  and  in  good  standing  [i.e..  not 
suspended  from  program  eligibility  or 
placed  on  probation  under  44  CFR 
59.24),  where  the  action  is  not  a  critical 
action  and  the  property  is  not  located  in 
a  floodway  or  coastal  high  hazard  area.; 

(2)  Financial  assistance  for  minor 
repairs  or  improvements  on  one-  to  four- 
family  properties  that  do  not  meet  the 
thresholds  for  “substantial 
improvement*'  under  §  55.2(b)(9); 

(3)  HUD  actions  involving  &e 
disposition  of  individual  HUD-acquired, 
one-  to  four-family  properties. 

(c)  This  part  shall  not  apply  to  the 
following  categories  of  pn^osed  HUD 
actions: 

(1)  HUD — assisted  exempt  activities 
described  in  24  CFR  58.34; 

(2)  Policy  level  actions  described  at  24 
ere  50.16  that  do  not  involve  site-based 
decisions; 

(3)  HUD's  implementation  of  the  full 
disclosure  and  other  registration 
requirements  of  the  Interstate  Land 
Sales  Disclosure  Act  (15  U.S.C.  1701- 
1720); 

(4)  An  action  involving  a 
repossession,  receiversldp,  foreclosure, 
or  similar  acquisition  of  property  to 
protect  or  enforce  HUD's  financial 
interests  under  previously  approved 
loans,  grants,  mortgage  insurance,  or 
other  HUD  assistance; 

(5)  A  minor  amendment  to  a 
previously  approved  action  widi  no 
additional  adverse  impact  on  or  &om  a 
floodplain  or  wetland; 

(6)  HUD's  approval  of  a  project  site, 
an  incidental  portion  of  which  is 
situated  in  an  adjacent  floodplain  or 
wetland,  but  only  if: 

(i)  The  proposed  construction  and 
landscaping  activities  (except  for  minor 
grubbing,  clearing  of  debris,  pruning, 
sodding,  seeding,  etc.)  do  not  occupy  or 
modify  the  wetland,  the  100-year 


floodplain,  or  the  500-year  floodplain 
(for  Critical  Actions), 

(ii)  Appropriate  provision  is  made  for 
site  drainage,  and 

(iii)  A  covenant  or  comparable 
restriction  is  placed  on  the  property's 
continued  use  to  preserve  the  floodplain 
or  wetland; 

(7)  An  action  for  interim  assistance  or 
emergency  activities  in  involving 
inuninent  threats  to  health  and  safety, 
and  limited  to  necessary  protection, 
repair  or  restoration  activities  to  control 
the  imminent  risk  or  damage; 

(8)  HUD's  approval  of  financial 
assistance  for  a  project  on  any  non¬ 
wetland  site  in  a  floodplain  for  which 
FEMA  has  issued; 

(i)  A  final  Letter  of  Map  Amendment 
(LOMA)  or  final  Letter  of  Map  revision 
(LOMR)  that  removed  the  property  from 
a  FEMA-designated  floodplain  location, 
or 

(ii)  A  conditional  LCMA  or 
conditional  LOMR  if  the  HUD  approval 
is  subject  to  the  requirements  and 
conditions  of  the  conditional  LOMA  or 
conditional  LOMR; 

(9)  HUD's  acceptance  of  a  housing 
subdivision  approval  action  by  the 
Department  of  Veterans  Affairs  or 
Farmers  Home  Administration  in 
accordance  with  section  535  of  the 
Housing  Act  of  1949  42  U.S.C.  1490o); 

(10)  An  action  that  was,  on  the 
effective  date  of  this  part,  already 
approved  by  HUD  (or  a  grant  recipient 
subject  to  24  ere  part  58)  and  is  being 
implemented  (unless  approval  is 
requested  for  a  new  reviewable  action), 
provided  that  SS  55.21  and  55.22  apply 
where  the  covered  transactions  under 
those  sections  have  not  yet  occurred.  ^ 
and  that  any  hazard  minimization 
measures  required  by  HUD  (or  a  grant 
recipient  subject  to  24  CFR  part  58) 
under  its  implementation  of  Executive 
Orders  11988  and  11990  prior  to  (Insert 
Effective  Date  of  This  Rule]  shall  be 
completed; 

(11)  Issuance  or  use  of  Housing 
Vouchers,  Certificates  imder  the  Section 
8  Existing  Housing  Program,  or  other 
forms  of  rental  subsidy  where  HUD.  the 
awarding  community,  or  the  public 
housing  agency  that  administers  the 
contract  awards  rental  subsidies  that 
are  not  project-based  [i.e.,  do  not 
involve  site-specific  subsidies);  and 

(12)  Secondary  mortgage  operations  of 
the  Government  National  Mortgage 
Association  (GNMA). 

(13)  HUD  endorsement  of  mortgage 
insurance  on  one-  to  four-family 
properties  that  are  located  in  a  wetland 
(including  floodplain  properties  with 
respect  to  which  FEMA  has  issued  a 
Letter  of  Map.  Amendment  (LOMA)  or 
Letter  of  Map  Revision  (LOMR))  and 


have  been  processed  through 
construction  and  loan  closing  by  a 
Direct  Endorsement  (DE)  lender  without 
prior  HUD  review. 

PART  200— INTRODUCTION 

11.  The  authority  citation  for  part  200 
would  continue  to  read  as  follows: 

Authority:  Titles  I,  II,  National  Housing  Act 
(12  U.S.C.  1701-1715Z-18):  sec.  7(d). 
Department  of  Housing  and  Urban 
Development  Act  (42  U.S.C.  3535(d)). 

Subparts  T  and  U  are  also  issued  under  sec. 
165,  Housing  and  Community  Development 
Act  of  1987  (42  U.S.C.  3543);  subpart  T  is  also 
issued  under  sec.  101,  Housing  and  Urban 
Development  Act  of  1965  (12  U.S.C.  1701s). 
and  sec.  203,  Housing  and  Community 
Development  Amendments  of  1978  (12  U.S.C. 
1715Z-11). 

12.  In  S  200.163,  a  new  sentence  would 
be  added  at  the  end  of  paragraph  (b)(3), 
and  paragraph  (c)(10)  would  be  revised, 
to  read  as  follows: 

S  200.163  Direct  endorsement 

A  •  *  *  * 

(b)  *  *  ‘ 

(3)  *  *  *  The  mortgagee  may  issue  a 
master  appraisal  report  for  multiple 
properties  in  accordance  with 
requirements  prescribed  by  the 
Secretary. 

•  •  *  •  • 

(c)  *  *  * 

(10)  In  the  case  of  proposed  or  new 
construction  to  which  §  203.12  of  this 
chapter  is  applicable,  that  the  property 
covered  by  the  application  for  insurance 
is  included  in  a  Master  Appraisal  Report 
authorized  by  S  200.163(b)(3);  and 

Subpart  M— Affirmatlva  Fair  Housing 
Marketing  Regulations 

13.  Section  200.615(a)  would  be 
revised  to  read  as  follows; 

$200,615  ApplicabHIty. 

•  *  *  «  *  . 

(a)  Multifamily  projects  and 
manufactured  home  parks  of  five  or 
more  lots,  units  or  spaces,  and  initial 
submissions  by  a  lender  for  an 
application  for  mortgage  insurance  on  a 
single  family  property,  where  the 
property  is  located  in  a  subdivision  and 
the. builder  or  developer  intends  to  sell 
five  or  more  properties  in  Ihe 
subdivision;  or  -  ‘ 

*  •  •i.  •  1r  * 

14.  Section  200.630  would  be  revised 
to  read  as  follows;  " 

$  200.630  Notice  of  housing  opportunities. 

The  Director  of  each  Field  Office  shaH 
prepare  monthly;  a  list  of  all  projects 
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covered  by  this  subpart,  and  of  all  initial 
submissions  by  lenders  for  single  family 
mortgage  insurance  where  the  property 
is  located  in  a  subdivision  and  the 
builder  or  developer  intends  to  sell  Hve 
or  more  properties  in  the  subdivision,  on 
which  commitments  have  been  issued 
during  the  preceding  30  days.  The 
Director  shall  maintain  a  roster  of 
interested  organizations  and  individuals 
(including  public  agencies  responsive  for 
providing  relocation  assistance  and 
local  housing  authorities)  who  have 
expressed  a  wish  to  receive  the  monthly 
list,  and  shall  provide  the  list  to  these 
organizations  and  individuals. 

Subpart  S— Minimum  Property 
Standards 

15.  In  S  200.926,  the  section  heading 
and  paragraph  (a)(1)  would  be  revised 
to  read  as  follows: 

§  200.926  Minimum  property  standards  for 
property  wMch  Is  not  multHamlly  or  care* 
type  property. 

(a)  Construction  standards — (1) 
Applicable  structures.  The  standards 
identified  or  contained  in  this  section 
and  IS  200.926a-200.926e  shall  apply  to 
single  family  detached  homes,  duplexes, 
three-unit  homes,  and  to  living  units  in  a 
structure  where  the  units  are  located 
side  by  side  in  townhouse  fashion. 
Section  200.926d(c)(4)(iv)  shall  also 
apply  to  four-unit  homes. 
***** 

16.  In  I  200.926d,  paragraph  (c)(l)(ii) 
would  be  revised,  and  a  new  paragraph 
(c)(4)(iv)  would  be  added,  to  read  as 
follows: 

1 200.926d  Construction  rsqulrsmsnts. 

*  .  *  *  *  * 

(c)  Site  design — (1)  General.  •  *  * 

(ii)  With  the  exception  of  paragraph 
(c)(4)(iv)  of  this  section,  these  site  design 
standards  are  applicable  only  in 
communities  that  have  not  adopted 
criteria  for  site  development  applicable 
to  one  and  two  family  dwellings. 
***** 

(4)  Drainage  and  flood  hazard 
exposure.  *  *  * 

(iv)  In  all  cases  in  which  a  Direct 
Endorsement  (DE)  mortgagee  submits  to 
HUD  for  endorsement  for  insurance  a 
mortgage  on  a  newly  constructed  one-  to 
four-family  dwelling  (including  a  newly 
erected  manufactured  home)  which  was 
processed  by  the  DE  mortgagee,  the  DE 
mortgagee  shall  determine  whether  the 
property  is  located  ip  a  100-year 
floodplain  as  designated  on  maps  of  the 
Federal  &nergency  Management 
Agency  and,  if  so,  shall  obtain  a  final 
Letter  of  Map  Amendment  (LOMA)  or 
final  Letter  of  Map  Revision  (LOMR) 


before  submitting  the  application  for-  ’ 
insurance  to  HUD.  Such  moHgages  shall 
not  be  eligible  for  insurance  unless  the 
DE  mortgagee  submits  the  LOMA  or 
LOMA  to  HUD  with  the  lender's  request 
for  endorsement. 

*  *  *  *  * 

PART  203— MUTUAL  MORTGAGE 
INSURANCE  AND  REHABILITATION 
LOANS 

17.  The  authority  citation  for  part  203 
would  be  revised  to  read  as  follows: 

Authority:  Secs.  203, 211,  National  Housing 
Act  (12  U.S.C.  1709, 1715b):  sec.  7(d). 
Department  of  Housing  and  Urban 
Development  Act  (42  U.S.C.  3535(d)).  Subpart 
C  is  also  issued  under  sec.  230,  National 
Housing  Act  (12  U.S.C.  1715u). 

18.  Section  203.12  would  be  revised  to 
read  as  follows: 

1 203.12  Mortgage  Insurance  on  proposed 
or  new  construction  In  a  new  subdivtaion. 

(a)  Applicobility.  This  section  applies 
to  an  application  for  insurance  of  a  ' 
mortgage  on  a  one-  to  four-family 
dwelling  constructed  in  a  new 
subdivision,  unless  the  mortgage  will  be 
secured  by  a  dwelling  that: 

(1)  Was  completed  more  than  one 
year  before  the  date  of  the  application 
for  insurance  or.  under  the  E^ct 
Endorsement  Program,  was  completed 
more  than  one  year  before  the  date  of 
the  appraisal: 

(2)  Is  in  a  subdivision  in  which  all 
development  construction  has  been 
completed  and  accepted  by  the  local 
Jurisdiction  and  most  dwellings  have 
been  completed;  or 

(3)  Is  being  sold  to  a  second  or 
subsequent  purchaser. 

(b)  Definitions.  For  purposes  of  this 
section: 

(1)  Subdivision  means  the  total  area 
containing  all  of  the  proposed  land 
development  activities,  building  or 
construction  operations  which  are  under 
centralized  control,  and  planned 
principal  development  elements  to 
support  the  creation  of  five  or  more 
dwelling  lots  (or  a  lesser  number  of  lots 
that  HUD  determines  to  be  appropriate 
to  require  applicability  of  this  section  in 
individual  cases). 

(2)  Improved  areo  means  an  area  that 
is  all  or  part  of  a  subdivision  and  is  at 
least  the  minimum  size  for  which  the 
local  government  is  willing  to  accept  the 
streets,  or  the  water  and  sewage 
systems  for  maintenance,  as 
appropriate. 

(3)  Partially  completed,  with  respect 
to  an  improved  area,  means  that: 

(i)  The  local  government  has  accepted 
the  plat  of  a  subdivision  or  of  an 
improved  area,  and  the  plan  for  its 


principal  development  elements  and 
rights-of-way; 

(ii)  All  government  approvals  to  begin 
development  and  construction  in  the 
improved  area  have  been  secured; 

(iii)  All  development  or  construction 
of  the  improved  area’s  streets,  water 
and  sewage  systems  and  utilities  has 
proceeded  to  appoint  that  precludes  any 
major  changes;  and 

(iv)  Provisions  are  in  place  for 
continuous  maintenance  of  the  streets 
and  water  and  sewage  systems  once  the 
improved  area  is  substantially 
completed. 

(4)  Substantially  completed,  with 
respect  to  an  improved  area,  means  that: 

(i)  With  the  exception  of  delays 
approved  by  the  local  government  and 
the  Secretary,  the  improved  area’s 
principal  development  elements  have 
been  completed; 

(ii)  'The  local  government  has  issued 
occupancy  permits  or  their  equivalent 
on  those  new  dwellings  being  processed 
for  conditional  commitments;  and 

(iii)  The  local  government  accepts,  or 
will  accept,  for  continuous  maintenance 
the  streets  and  the  water  and  sewage 
systems.  Where  local  acceptance  for 
maintenance  is  not  available,  adequate 
provision  for  private  maintenance  must 
be  demonstrated.  However,  with  respect 
to  private  water  and  sewer  systems,  the 
local  government  also  must  certify  that 
public  systems  are  economically 
infeasible,  or  that  the  property  is  served 
by  a  system  approved  by  the  Secretary 
under  Title  X  of  the  National  Housing 
Act. 

(5)  Principal  development  elements 
include,  without  being  limited  to, 
necessary  grading,  streets,  water  and 
sewage  systems,  utilities,  storm 
drainage,  and  community  facilities,  as 
well  as  measures  and  devices  for  the 
abatement  of  nuisances  and  hazards. 

(c)  Procedures.  (1)  Applications  for 
insurance  to  which  this  section  applies 
will  be  processed  in  accordance  with 
procedures  prescribed  by  the  Secretary. 
'These  proc^ures  may  only  provide  for 
endorsement  for  insurance  of  a 
mortgage  covering  a  dwelling  that  is: 

(i)  Located  in  an  improved  area  in 
accordance  with  terms  of  a  conditional 
commitment  issued  as  described  in 
paragraph  (d)  of  this  section: 

(ii)  Approved  under  the  Direct 
Endorsement  Program  and  included  in  a 
Master  Appraisal  Report  authorized  by 
I  200.163(b)(3)  of  this  chapter  or  a 
Master  Certificate  of  Reasonable  Value 
issued  by  the  Department  of  Veterans 
Affairs,  on 

(iii)  Located  in  a  subdivision  approved 
by  tbe  Farmers  Home  Administration. 
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(2)  Unless  paragraph  (d)  of  this 
section  applies,  or  unless  the  property  is 
located  in  a  subdivision  approved  by  die 
Fanners  Home  Administration,  the 
mortgagee  must  submit  an  Appraiser/ 
Underwriter  Checksheet  signed  both  by 
an  appraiser  who  meets  HUD  standards 
and  by  the  mortgagee.  The  appraiser 
shall  field-inspect  the  subdivision 
containing  the  mortgaged  property.  The 
Appraiser/Underwriter  Checksheet 
shall  be  in  a  form  prescribed  by  the 
Secretary  and  shall  cover: 

(i)  Flood  hazards; 

(ii)  Noise; 

(iii)  Explosive  and  flammable 
materials  storage  hazards; 

(iv)  Runway  clear  zones/clear  zones; 

(v)  Toxic  waste  hazards. 

(3)  If  the  builder  (or  developer) 
intends  to  sell  five  or  more  properties  in 
the  subdivision,  an  Affirmative  Fair 
Housing  Marketing  Plan  (AFHMP) 
meeting  the  requirements  of  24  CHI  part 
200,  subpart  M  must  be  submitted  and 
approved  by  HUD  with  the  first 
application  for  mortgage  insurance. 
Thereafter,  applications  for  insurance  on 
other  properties  sold  by  the  same 
builder  (or  developer)  in  the  same 
subdivision  may  make  reference  to  the 
existing  previously  approved  AFHMP. 

(d)  Improved  areas.  The  conditional 
commitment  shall  require  that  the 
improved  area  be  at  least  substantially 
completed  before  endorsement  for 
insurance.  A  conditional  commitment  to 
insure  a  mortgage  on  a  dwelling  located 
in  an  improved  area  may  be  issued 
when: 

(1)  The  improved  area  is  at  least 
partially  completed; 

(2)  There  is  vehicular  access  to  the 
finished  lot  at  least  to  a  line  beyond  the 
subject  site  or  sites,  and  the  k>t  and 
blodc  grading  are  sufficiently  finished  to 
permit  the  appraiser  to  cinalyze  the 
influence  of  adjacent  areas  on  the 
subject  site  or  sites; 

(3)  Compliance  with  applicable 
requirements  of  the  local  government 
and  the  Secretary  can  be  demonstrated; 
and 

(4)  The  mortgagee  has  submitted  an 
Appraiser /Review  Appraiser 
Checksheet.  in  a  form  prescribed  by 
HUD,  that  contains  information  on 
floodplains,  site  and  soil  suitability, 
proximity  to  natural  and  manmade 
hazards  including  flammable  and 
explosive  materials,  historic 
preservation  sites  or  areas,  wetlands, 
coastal  zones,  proximity  to  highways  or 
railroads,  toxic  waste  sites,  airport 
hazards,  and  other  field  conditions  that 
would  afiect  acceptability  for  mortgage 
insurance  of  the  lots  covered  by  the 


Appraiser/Review  Appraiser 
Checksheet 

16A.  A  new  appendix  A  is  added  to  - 
part  203  to  read  as  follows: 

Appenifix  A  to  Part  203 — Appraiser/ 
Underwriter  Checksheet  Dii^  Endorsement 
Processing  for  FHA  Mortgage  Insurance  on  '  . 
New  Homes,  U.S.  Department  of  Housing  and 
Urban  Development 

Note:  This  checksheet  is  to  be  included 
with  every  newly-constructed  home 
submitted  under  direct  endorsement.  The 
signatures  of  the  appraiser  and  the  DE 
underwriter  indicate  that  these  issues  wwe 
taken  into  consideration  in  the  appraisal  and 
in  the  loan  underwriting  for  this  home.  It  is  to 
be  signed  by  a  licensed  professional  who  has 
personally  field  inspect^  the  subdivision  ' 
containing  the  loUs)  cited,  and  must  be  co-~  *  . 
signed  by  the  DE  lender's  underwriter.  A 
single  checksheet  may  be  prepared  for  any  * 
suMivision.  but  a  signed  che^sheet  must  be  ~ 
included  in  the  case  binder  for  each  home.- 


Subdivision  name:  - — — 

Lot  numbers:  ■  ■■•  ■■  — - — 

Field  inspection  by: - - 

Date:  - ; — 

Description: - - 

1.  Flood  Hazards:  Is  the  property  located  in 
a  Special  Flood  Hazard  Area  (SFHA)? 

Yes(  )No(  ) 

(If  yes,  a  Letter  of  Map  Amendment/Revision 
is  required.) 

Indicate  the  flood  insurance  (FIRM)  map 

number  and  date _ 

Comments:  - - 

2.  Noise:  Is  the  property  located  within 
1,000  feet  of  a  major  road,  highway,  or 
freeway?  Yes  (  )  No  (  ) 

3,000  feet  of  a  railroad?  Yes  (  )  No  (  ) 

1  mile  of  a  civil  or  5  miles  of  a  military 
airfield?  Yes  (  )  No  (  ) 

Comments:  - 

3.  Explosion/Flammable  Materials  Storage 

Hazard:  Is  the  property  located  within  view 
of  any  container  storing  explosive  of  fire- 
prone  materials?  Yes  (  )  No  (  ) 
Comments:  - 


4.  Runway  Clear  Zones/Clear  Zones:  Is  the 
property  within  3,000  feet  of  a  civil  or  military 
airport?  Yes  (  )  No  (  ) 

If  the  above  question  is  answered  "yes,”  is 
the  property  in  a  runway  clear  zone/clear 
zone?  Yes (  )  No (  ) 

If  within  a  nmway  dear  zone/ciear  zone, 
has  the  mortgagor  signed  a  statement 
acknowledging  receipt  of  the  notification 
required  by  24  CFR  51.303(a)(3)? 

Comments:  - 


5.  Toxic  Waste  Hazards:  Is  the  property 
within  3000  feet  of  a  toxic  or  solid  waste 


landfill  site,  or  a  site  on  the  EPA  Superfund 
(Nn.)  list  or  equivalent  state  list?  Yes 
(  )No(  ) 

Comments:  - 


Confirmation:  1  confirm  that  1  visited  the 

building  site  on  (date) _ and  that  I 

have  evaluated  the  site  for  the  five  factors 
listW  above.  These  were  considered,  along 
widi  other  pertinent  factors,  in  determining 
the  market  value.  The  property  is  subject  to 
the  following  conditions: 


Signature: - 

.Date:  — - - 

Title:  - 

'  Appraiser’s  CHUMS  Number  - 

Direct  Endorsement  Lender  Review  and 
Determination 

..  I  have  reviewed  the  above  factors,  (have 
('  ))  (have  not  [  ])  made  a  site  inspection, 
and  have  determined  that  the  property  is 
acceptable  for  security  and  loan  underwriting 
subject  to  the  stated  conditions. 

'Signature: - - 

Date:  - — — 

Tide:  - 

Underwriter's  CHUMS  number  - 

PART  204— Coinsurance 

19.  The  authority  citation  for  part  204 
would  continue  to  read  eis  follows: 

Authority:  Secs.  244,  211,  National  Housing 
Act  (12  US.C  1715z-e,  1715b);  sec.  Tfd). 
Department  of  Housing  and  Urban 
Development  Act  (42  U.S.C.  3535(d)). 

20.  Section  204.3(a)  would  be  revised 
to  read  as  follows: 

§  204.3  Authority  to  determine  eiigibiiity. 

(a)  A  mortgagee  approved  for 
coinsurance  is  authorized  to  make 
determinations  relating  to  the  eligibility 
of  the  mortgage,  the  mortgagor,  and  the 
property,  pursuant  to  instructions  and 
standai^s  issued  by  the  Commissioner, 
for  insurance  of  a  mortgage  with  respect 
to  any  mortgage  to  be  coinsured  by  the 
Commissioner  and  the  mortgagee, 
except  for  mortgages  financing  the  sale 
of  a  property  by  a  nonoccupant  seller 
who  acquired  title  to  the  property  during 
the  period  beginning  two  years  prior  to 
the  date  of  application  for  insurance, 
and  ending  on  the  date  of  such 
application. 

A  «  «  *  * 

Dated:  April  7. 1992. 

Jack  Kemp, 

Secretary. 

(FR  Doc.  92-8588  Filed  4-15-92;  8:45  am] 
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